PAID  UP  OIL' AND.  GAS 
(No  Surface  Use) 

LEASE  AGREEMENT  »  ma*  mis  M±  day  *  -  fyrj  Igg&L  *  and  ba(wfiCT  J 


l: 


-EASE 


2.  This  laaae.  Which  is  a  "paid-up"  lease  requiting  no  rentals,  shall  be  in  force  for  a  primary  term  of  five  (5)  years  from  the  date  hereof  and  for  as  long  thereafter  as  OH  or 
gas  or  other  substances  covered  hereby  are  produced  in  paying  quantities  from  the  leased  premises  or  from  lands  pooled  therewith  or  this  feas;e  is  otherwise  maintained  in 
effect  pursuant  to  the  provisions  hereof. 

3.  Royalties  on  oil,  gas  and  other  substances  produced  and  saved  hereunder  shall  be  paid  by  Lessee  to  Lessor  as  follows:  (a)  For  ail  and  other  liquid  hydrocarbons 
separated  at  Lessee's  separator  facilities,  the  royalty  shall  be  twenty  percent  (20%)  of  such  production,  to  be  delivered  at  Lessee's  oplion  to  Lessor  at  the  wellhead  or  to 
Lessor's  credit  at  (he  oil  purchaser's  transportation  facilities,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  wellhead  market  price 
then  prevailing  in  the  same  field  (or  if  there  is  no  sucrrprfce  trien  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a  prevailing  price)  for  production  of 
similar  grade  and  gravity;  <b)  far  gss  (including  casiaglteart  gas)  and  alt  other  substances  covered  hereby,  the  royalty  shaff  be  twenty  percent  (20%)  of- the  proceeds  realized 
by  Lessee  from  the  sate  thereof,  less  a  proportionate  part  of  ad  valorem  taxes  and  production,  severance,  or  other  excise  taxesand  the  costs  incurred  by  Lessee  in  delivering, 
processing  or  otherwise  marketing  such  gas  or  other  substances,  provided  that  Lessee  shall  have  the  continuing  right  to  purchase  such  production  at  the  prevailing  wellhead 
market  price  paid  for  production  of  similar  quality  in  the  same  field  (or  if  there  is  no  suGh  price  then  prevailing  in  the  same  field,  then  in  the  nearest  field  in  which  there  is  such  a 
prevailing  price)  pursuant  to  comparable  purchase  contracts  entered  into  on  the  same  or  nearest  preceding  date  as  the  date  on  which  Lessee  commences,  its  purchases 
hereunder;  and  (c)  ir  at  the  end  of  the  primaryfterm  or  any  time  thereafter  one  or  more  wells  on  She  leased  premises  or  lands  pooled  therewith  are  capable  of  producing  oil  or 
gas  or  other  substances  covered  hereby  in  paying  quantities,  but  such  well  or  wells  are  either  shut-in  or  production  therefrom  Is  not  being  sold  by  Lessee,  such  well  or  wells 
shall  nevertheless  be  deemed  to  be  producing  in  paying  quantities  for  the  purpose  of  maintaining  this  lease.  If  for  a  period  ot~9D  consecutive  days  such  well  or  wells  are  shut- 
fn  or  production  therefrom  is  not  being  sold  by  Lessae,  then  Lessee  shall  pay  shut-in  royally  of  one  dollar  per  acre  then  covered  by  (his  tease,  such  payment  to  be  made  to 
Lessor  or  to  Lessor's  credit  in  the  depository  designated  below,  on  or  beforethe  end  of  saEd-90-day  period  and  thereafter  on  or  before-each  anniversary  of  the  end  of  said  S0- 
day  period  whila  the  well  or  wells  are  shut-in  or  production  therefrom  Is  not  being  sold' by  Lessee;  provided  that  if  this  lease  is  otherwise  being  maintained  by  operations,  or  if 
production  is  being  sold  by  Lessee  from  another  well  or  wells  on  the  leased  premises  or  lands  pooled  therewith,  no  shut-in  royalty  shall  be  due  until  the  end  of  the  90-day 
period-next  following  cessation  of  such  operations  or  production.  Lessee's  failure  to  properly  pay  shut-in  royalty  shall  render  Lessee  liable  far  the  amount  due,  but  shall  not 
operate  to  terminate  this  lease. 

4_  AU  shut-in  royalty  payments  under  this  lease  shall  be  paid  or  tendereS  to  Lessor  or  to  Lessor's  credit  in  at:  lessor's  address  above  or  its  successors, 
which  shaH  be  Lessor's  depository  agent  for  receiving  payments  regardless  of  changes  in  the  ownership  of  said  land.  All  payments  or  tenders  may  be  made  in  currency,  or  by 
check  or  by  draft  and  such  payments  or  tenders  to  Lessor  or  to  the  depository  by  deposit  in  the  US  Mails  in  a  stamped  envelope  addressed  to  the  depository  or  to  the  Lessor 
at  the  last  address  Known  to  Lessee  Shall  constitute  proper  payment,  if  the  depository  should -liquidate  or  be  succeeded  by  another  institution,  or  for  any  reason  fail  or  refuse 
to  accept  payment  hereunder,  Lessor  shall,  at  Lessee's  request,  deliver  to  Lessee  a  proper  recordable  Instrument  naming  another  institution  as  depository  agent  to  receive 
payments. 

5.  If  Lessee  drills  a  well  which  is  incapable  of  producing  in  paying  quantities  (hereinafter  called  "dry  hole")  on  the  leased  premises  or  lands  pooled  therewith,  or  if  all 
production  (whether  or  not  in  paying  quantities)  permanently  ceases  from  any  cause,  including  a  revision  of  unit  boundaries  pursuant  to  the  provisions  of  Paragraph  6  or  the 
acftorr  df  any  governmental  authority,  then  in  Ifie  event  this  Jesse  is  not  otherwise  being  maintained  in  force  it  shall  nevertheless  remain  in  farce  if  Lessee  commences 
operations  for  reworking  an  existing  well  or  for  drilling  an  additional  well  or  for  otherwise  obtaining  or  restoring  production  on  the  leased  premises  or  lands  pooled  therewith 
within  SO  days  after  completion  of  operations  on  such  dry  hole  ar  wilhin  90  days  after  such  cessation  of  all  production,  tf  at  the  end  of  the  primary  term,  or  at  any  time 
thereafter,  this  lease  is  not  otherwise  being  maintained  in  force  but  Lessee  is  then  engaged  In  drilling,  reworking  or  any  other  operations  reasonably  calculated  to  obtain  or 
restore  production  therefrom,  this  lease  shall  remain  in  forcE  so  long  as  any  one  or  more  of  such  operations  are  prosecuted  with  no  cessation  of  more  than  90  consecutive 
days,  and  Tf  any  such  operations  result  in  the  production  of  oil  or  gas  or  other  substances  covered  hereby,  as  .long  thereafter  as  there  Is  production  in  paying  quantities  from 
the  leased  premises  or  lands  pooled  therewith.  After.completion  of  awell  capable  of  producing  in  paying  quantities  hereunder,  Lesgee  shall  drill  such  additional  wells  on  the 
leased  premises  or  lands  pooled  therewith  as  a  reasonably  prudent  operator  would  drill  under  the  same  or  similar  circumstances  to  (a)  develop  the  leased  premises  as  to 
formafions  then  capable  of  producing  in  paying  quantities  on  the  (eased-  premises  or  rands  pooled  therewith,  or  (b)  to  protect  the  leased  premises  from  uncompensated 
drainage  by  any  well  or  wells  located  on  other  lands  not  pooled  therewith.  There  shall  be  no  covenant  to  drill  exploratory  wells  or  any  additional  wells  except  as  expressly 
provided  herein. 

6.  Lessee  shall  have  the  right  but  not  the  obligation  to  pod  all  or  any  part  of  the  leased  premises  or  interest  therein  with  any  other  lands  or  interests,  as  to  any  or  ail 
depths  or  zones,  and  as  to  any  or  all  substances  covered  by  this  lease,  either  before  or  after  the  commencement  of  production,  whenever  Lessee  deems  It  necessary  or 
properto  do  so  in  order  to  prudently  devetop.or  operate  the  leased  premises,  whether-or  not  similar  pooling  authority  exists  with  respect  to  such  other  lands  or  interests.  The 
unit  formed  by  such  pooling  for  an  oil  well  which  is  not  a  horizontal  completion  shall  not  exceed  80  acres  plus  a  maximum  acreage  tolerance  of  1 0%.  and  for  a  gas  well  or  a 
horizontal  completion  shall  not  exceed  640  acres  plusa  maximum  acreage  tolerance  of  1 0%;  provided  that  a  larger  unit  may  be  formed  for  an  oil  well  or  gas  well  or  horizontal 
completion  to  conform  to  any  well  spacing  or  density  pattern  that  may  be  prescribed  or  permitted  by  any  governmental  authority  having  jurmd&Cian  to  do  so.  For  tire  purpose 
of  the  foregoing,  the  terms  "oil  wetf  and  ''gas  weir  Shalt  have  the  meanings  prescribed  by  applicable  law  or  the  appropriate  governmental  authority,  or.  if  no  definition  is  so 
presented  "oil  wetr  means  a  well  with  an  initial  gas-oil.raiio  of  less  than  100,000- cubic  feet  per  barrel  and  "gas  well"  means  a  well  with  an  initial  gas-oil  ratio  of  1 00,000  cubic 
feet  or  more  per  barrel,  based  on  24-hour  production  test  conducted  under  normal  producing  conditions  using  standard  lease  separator  facilities  or  equivalent  testing 
equipment;  and  the  term  "horizontal  completion"  means  an  oil  well  in  which  the  horizontal  component  of  the  gross  completion  interval  in  facilities .or  equivalent  testing 


4 


P^b^V^L^-T^&  !??undr  198568  pay  or  tender  sutt  shuWn  royalties  to  such  pawns  or  to  their  credit  in.  the  depository,  either  jointly  or 
Sn  wL^JS?  S  th  be  "f re?  .vfch  °^s'  lf  Usses  lr3n&fer*  te  ,nte™3l  hereunder  in  whole  or  in  part  Lessee  stall  be  relieved  of  all  Rations  Rafter 
arising  wmi  respect  to  the  transferred  interest,  and  failure  Qf  the  transferee  to  satisfy  such  oNigallons  with  respect  to  the  transferredJriterest  shall  not  affect  the  rights  of 
Lessee  wim  respect  to  any  interest  not  so  Transferred.  If  Lessee  transfers  a  fuli  or  undivided  interest  In  all  or  any  portion  of  the  area  covered  by  this  lease,  the  obligation  to 
pay  or  tender  shut-in  royalties  hereunder  snail  be  divided  between  Lessee  and  the  transferee  (n  proportion  to  the  net  acreage  interest  In  this  tease  then  held  by  each, 

8.  Lessee  may,  at  any  time  a  nd  from  time  to  time,  deliver  to  Lessor  or  Rle  of  record  a  written  release  of  this  lease  as  to  a  ruil  or  undivided  interest  in  all  or  any  portion  Of 
he  area  covered  by  the  lease  or  any  depths- or  zones  thereunder,  and  shall  the-euoon  be  relieved  of  all  obligations  thereafter  arising  with  respect  to  the  interest  so  released, 
if  Lessee  releases  all  or  an  undivided  intereal  in  less  than  ail  of  the  area- covered  hereby,  Lessee's  obligation  to  pay  or  tender  shut-In  royalties  shall  be  proportionately  reduced 
in  accordance  with  the  net  acreage  interest  retained  hereunder, 

10.  in  exploring  for,  developing,  producihg  and  marketing  oil,  gas  and  other  substances  covered  hereby  or  the  leased  premises  or  lands  pooled  or  unitized  herewith,  in 
primary  and/or  enhanced  recovery,  Lessee  shall  have  the  right  of  ingress  and  egress  along  wflh  Hie  rigM  to  conduct  such  operations  on  the  leased  premises  as  may  be 
reasonably  necessary  for  such  purposes,  including  but  not  limited  to  geophysical  operations,  the  drilling  of  wells,  and  the.  construction  and  use  of  roads,  canals,  pipelines, 
tanks,  water  weiis,  disposal  wells,  injection  wells,  pits,  electric  and  telephone  lines,  power  stations,  and  other  facilities  deemed  necessary  by  Leasee  to  discover,  produce, 
store,  treat  andfor transport  production.  Lessee  may  use  in  such  operations,  free  of  cost  any  oil,  gas,  water  and/or  other  substances  produced  on  the  leased  premises, 
except  water  from  Lessor's  wells  or  ponds.  In  exploring,  developing,  producing  or  marketing  from  the  teased  premises  or  lands  pooled  therewrBi,  the  ancillary  rights  granted 
herein  shaB  apply  (a)  to  the  entire  leased  premises  described  In  Paragraph  1  above,  notwithstanding  any  parttal  release  or  other  partial  termination  of  this  lease;  and  (b)  to  any 
other  lands  in  which  Lessor  now}  or  hereafter  has  authority  io  grant  such  rights  h  the- vicinity  of  the  leased  premises  or  lands  pooled  therewith.  When  requested  by  Lessor  in 
writing,  Lessee  shall  bury  its  pipelines  below  ordinary  plow  depth  on  cultivated  ^nds.  No  well  shall>be  located  less  than  200  feet  from'a'ny  house  or  bam  now  on  the-  leased 
premises  or  other  lands  used  by|Lessea  hereunder,  without  Lessor's  consent,  and  Lessee  shall  pay  for  damage  caused'  by  Its  operations  to  buildings  and  Other  Improvements 
now  on  the  leased  premises  or|  such  other  lands,  and  to  commercial  timber  and  growing  crops  thareon.  Lessee  shall  have  the  right  at  any  time  to  remove  Its  fixtures, 
equipment  and  materials,  Including  wall  casing,  from  the  leased  premises  or  such  other  lands  during  the  ferm'of  this  lease  or  within  a  reasonable  time  thereafter. 

1 1 .  Lessee's  obligations  under  this  lease,  whether  express  or  implied,  sha^l  be  subject  to  all  applicable  laws,  rules,  regulations  and  orders  of  any  governmental  authority 
having  jurisdiction  including  restrictions  on  the  drilling  and  production  of  wells,  -and  the  price  of  oil,  gas,  and  other  substances  covered  hereby.  When  drilling,  r9WQ™ri9. 
production  or  other  operations  are  prevented  or  delayed  by  such  taws,  rules,  regulations  or  orders,  or  by  inability  to  obtain  necessary  permits,  equipment,  services,  materiel, 
water,  electricity,  fuel,  access  or  easements,  or  by  tire,  ftood,  adverse  weather  sortitions,  war,  sabotage,  rebellion,  insurrection,  rtot,  strike  or  labcx  disputes  or  by  inabfljty  to 
obtain  a  satisfactory  market  for  production  or  failure  of  purchasers  or  carriers  to  take  or  transport  such  production,  or  by  any  other  cause  not  reasonably  witnin  Lessees 
control,  this  lease  shall  not  terminate  because  of  such  prevention  or  delay,  ana  'at  Lessee's  option,  the  period  of  such  prevention  or  delay  shall  be  added  to  the  term  hareor. 
Lessee  shall  not  be  debt©  for  breach  of  any  express  or  implied  covenants  of  this  lease  when  drilling,  production  or  other  operations  are  so  prevented,  deiayeQ  or  inrarrupieo. 

1 2.  In  the  event  that  Lessor,  during  the  primary  term  of  this  tease,  receives  a  bona  fide  offer  which  Lessor  is  willing  to  accept  from  any  party  offering  to  F*jchw»  ^ 
Lessor  a  lease  covering  any  or  all  of  the  substances  covered  by  this  lease  anc  covering  all  or  a  portion  of  the  tend  described  herein  with  the  lease  ^commBefTOaupm 
expiration  ot  this  lease,  Ussor  hereby  agrees  to  notify  Lessee  in  writing  of  said  offer  Immediately,  Including  in  the  notice  the  name  and  address  of  the £fTero  T/ ^  PJ*«J^ 
and  all  other  pertinent  lerms  and  conditions  of  the  offer.  Lessee,  for  a  period  of  tfteen  days  after  receipt  of  the  notice,  shaithave  lhe  pnor  and  preferred  right  and  opt,on  to 
purchase  the  lease  or  part  thereof  or  interest  therein,  covered  by  the  offer  at  the  prfce  and  according  to  thelerms  and  *£cffted  "  J»  tJJ-  .  , 

13.  No  litigation  shall  be  initiated  by  Lessor  with  respect  to  any  breach  or  default  by  Leasee  ^rour^tor  a .period  of  at  least  »  *J*  ^SlEs  £i?S 
written  notice  fully  describing  the  breach  or  default  and- then  only  lf  Lessee  fete  to  remedy  the  breach  or  ^^^S^^^^^™^a^n^ 
there  is  a  final  judicial  «etermination  that  a  breach  or  default  has  occurred,  this  lease  sha.il  not  be  forfeited  or  canceled  in  whole  or  In  part  unless  Lessee  is  gwen 

time  after  said  judicial  tisterminetlon  to  remedy  the  breach  or  default  and  Lessee  falls  to  do  so^  ^™sors  and  asslcns  a  perpetual  subsurface  easement 

14.  For  the  seme  consideration  recited  above,  Lessor  hereby  grants,  assigns  and  conveys  unto  Lessee.  ^  «w*es^ana  swig^  '  ~  ^  m  situated  on 
under  and  through  the  leased  premises  for  the  ptacernent  of  well  bores  (along  ^^^JS^lJ^^ff^SS^  £S5lt ^CoToSSJ. 
other  tracts  of  land  ana  which  are  not  intended  to  develop  the  leased  premises  or  lands  pooled  therewith  and  from  which  Lessor  shall  have  no  ngm  to  wyw 

Such  subsurface  easements  shall  run  with  the  land  and  survive  any  termination  of  this  lease.      _  Lessee's  oollon  may  pay  and  discharge  any  taxes, 

15.  Lessor  hereby  warrants  and  agrees  to  defend  title  conveyed  to  Lessee  hereunder,  and  agrees jhat  L^\^L^e  *  SSmSted  to  the  rights  of  the  party  to 
mortgages  or  fens  existing,  levied  or  assessed  on  or  against  the  leesed  P^1^V^^^Sfs^u^n  ^Ss^S^wS!tolSS  hWnder.  In  the  event 
whom  payment  is  made,  and,  in  addition  to  Its  ottier  rights,  may  reimburse  itself  out  of  ^J^^^^J^^JS^^^L.  hereunder,  without  interest,  until 
Lessee^  made  aware  of  any  claim  inconsistent  with  Lessors  title,  Lessee  may  suspend  the  payment  of  royalties  and  shuHn  royalties  nereuno 

Lessee  has  been  furnished  satisfactory  evidence  that  such  claim  has  been  resolved.  ■  ^  premises  for  drilling  or  other 

16.  Notwithstanding  anything  contained  to  the  contrary  in  this  lease,  Lessee  shall  not  have  any  nghts  to  use  the  surrace 
operations. 

netrs,  devisees,  executors,  administrators,  successors  and  assigns,  whether  or  not  this  lease  has  been  execuieo  oy  m 
LESSOR  (WHETHER  ONE  OR  MORE) 


■ACKNOWLEDGMENT 


STATE  OF  TEXAS-f  M 

COUNTY  QFjJ_    1  Cvv-f-v.AivA  

This  Instrument  was  acknowledged  before  me  on  the 


..  20  /V  4  by 


Ndary  public,  State  of  Texas 
No1ary"s  name  (printed); 
Notary's  commission  expires; 


i  ACKNOWLEDGMENT 


STATE  OF  TEXAS'  " 

COUNTY  OF   ^  Hni,  nf 

This  Instrument  was  acknowledged  before  me  on  the  ,  aay  oi . 
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,,t>y 


Notary  Public,  State  of  Texas 
Notary's  name  (printed): 
Notary's  commission  expires; 


CORPORATE  ACKNOWLEDGMENT 


STATE  OF  TEXAS 
COUNTY  OF 


oi 


day  of„ 


This  instrument  was  acknowledged  before  ^^^^^gfjad-ccnporaMon. 


Notary  Public,  State  of  Texas 
Notary's  name  (printed); 
Notary's  commission  expires; 
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Book   Page  _  _  °r  tne  ■ 
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.20 


o'clock 


IV!.,  and  duly  recorded  in 


records  of  this  office. 


Clerk  (or  Deputy) 
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